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A Decade of Innovation



Ixia is a leading, global 
provider of IP performance 
test systems that measure 
the performance, function-
ality, and conformance of 
networks and the devices 
attached to them, as well 
as the applications that run 
over them.
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(in thousands, except for per share and employee data) 2006 2005 2004

Total revenues $ 180,132 $ 150,853 $ 110,664

Net income 13,481 28,490 15,021

Diluted earnings per share 0.20 0.41 0.23

Diluted weighted average shares outstanding 68,792 69,227 64,745

Non-GAAP net income* $ 31,609 $ 29,510 $ 16,949

Non-GAAP diluted earnings per share* 0.46 0.43 0.26

Cash, cash equivalents and investments $ 221,701 $ 201,685 $ 147,155

Total assets 349,059 322,216 241,451

Total shareholders’ equity 300,789 263,480 193,491

Net cash from operating activities 33,911 49,994 29,442

Employees at year end 750 640 403

* Excludes the effects of stock-based compensation and amortization of intangible assets. See reconciliation of GAAP to Non-GAAP net income and  

diluted earnings per share below.

Reconciliation of Non-GAAP to GAAP Net Income and Diluted Earnings per Share
(in thousands, except per share data) 2006 2005 2004

Non-GAAP net income $ 31,609 $ 29,510 $ 16,949

Amortization of intangible assets (6,450) (5,169) (4,576)

Stock-based compensation (18,023) – (419)

Income tax effect 6,345 4,149 3,067

GAAP net income $ 13,481 $ 28,490 $ 15,021

Non-GAAP diluted earnings per share $ 0.46 $ 0.43 $ 0.26

Amortization of intangible assets (0.09) (0.08) (0.07)

Stock-based compensation (0.26) – (0.01)

Income tax effect 0.09 0.06 0.05

GAAP diluted earnings per share $ 0.20 $ 0.41 $ 0.23

Financial Highlights
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In 2007, Ixia celebrates a decade of innovation in the IP testing market.  In early 

1997, we identified an opportunity to build a more powerful and flexible IP testing 

product than was available on the market at the time.  Over the succeeding decade, 

while the needs and demands of our customers have grown increasingly complex, 

Ixia has been the market leader in innovation, taking its products and capabilities 

further than we ever imagined ten years ago.  Failure-free performance has become 

mission critical to enterprises and service providers that operate in an environment 

where network downtime is unacceptable.  At the same time, communications and 

entertainment delivery is rapidly moving to an IP infrastructure.  This infrastructure must 

be thoroughly tested under realistic conditions prior to deployment.  Our mission is 

to facilitate the development and deployment of IP based networks by providing the 

most comprehensive, end-to-end test systems in the industry.  

Ixia began its “Decade of Innovation” with approximately $1 million in seed 

money, and a small office, but managed to deliver its first product to the market 

in April 1998, just ten months after setting up operations.  That product, the Ixia 

1600 chassis with 10/100 and Gigabit Ethernet traffic generation cards, boasted 

the highest port density in the industry at the time, with the lowest system per port 

cost.  It had a rich graphical user interface, along with preloaded industry standard 

performance tests, that decreased testing lead times and improved efficiencies in 

customers’ Development and Quality Assurance labs.  By May 1998, Ixia was 

profitable and a year later had generated $10 million in revenues.  

Between 1997 and 2006, Ixia has been the innovation leader in its market, with 

industry firsts, such as Packet over SONET test tools for OC-3 and OC-12 in 1999, 

OC-48 in 2000 and even OC-192 in 2001.  Also in 2001, Ixia launched its 

Optixia chassis with the highest port density then available, enabling emulation of 

millions of users and the generation of real-world traffic for the most realistic view of 

how network equipment would perform under the most taxing conditions.  

In 2002, with the downturn in the economy and IT expenditures, telecom service 

providers cut back spending on fiber optic networks and their focus became deliv-

ering next generation services to customers without upgrading their existing network 

infrastructure.  Network equipment manufacturers (NEM) responded by concentrat-

ing on Ethernet-based technologies that did not require significant infrastructure 

upgrades.  Ixia was able to adapt to this rapid change in the marketplace by 

introducing an innovative line of Gigabit Ethernet (GE) products, known as our TXS 
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tate the development and 
deployment of IP based 
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to-end test systems in the 
industry.



cards, which met the full range of its customers’ testing needs.  These TXS cards in-

corporated a CPU running an open Linux environment on every port, in addition to 

Field Programmable Gate Arrays, or  FPGA chips, that were used to generate the 

lower level wire speed traffic.  Utilizing this architecture, we were able to develop 

high performance test applications that targeted specific market niches, such as 

routing protocols, security, email, Web applications, and Voice and Video over IP, 

all on a single integrated hardware platform.    

This integrated hardware platform running specialized software to test an ever 

widening array of network applications and traffic types was truly an industry first.  

Our competition has been working ever since then, without significant success, to 

imitate our solution.  And though we did not realize the full significance of it at the 

time, this paradigm of generalized hardware running specialized software was the 

first step in moving Ixia from its hardware centric origins to a software centric future.

In 2003, we continued this software evolution by acquiring Chariot, a unique software 

application that allows users to generate realistic enterprise network traffic such as 

Web, streaming media, VoIP, and Multicast, giving IT departments unprecedented vis-

ibility into how their networks would perform when advanced services were deployed.  

That year we also introduced a host of other advanced products, including a new 

purpose built Application Load Module (ALM), an integrated hardware and software 

platform specifically optimized for delivering stateful Layer 4 – 7 transactions.  

In 2004, with the acquisition of G3 Nova Technologies, we introduced IxVoice, 

a comprehensive new family of functional and conformance tests tools focused on 

VoIP and IP telephony technologies.  In 2005, we introduced our new 10 Gigabit 

Ethernet LAN Service Module - the industry’s highest density 10GE test system and 

the only one to offer either XENPAK or XFP interfaces on the same module.  This 

product was Ixia’s third-generation 10GE test system, capable of analyzing up to 

two million traffic flows per port, a number unmatched at the time by any other 

10GE test platform.  

Throughout the Company’s “Decade of Innovation,” our investments have started 

with our internal new product development efforts.  Ixia has been and will always 

be an engineering-focused company at its core, as we are focused on providing 

our customers – R&D engineers and IT professionals – with the best test tools to cre-

ate next generation IP networks.

This paradigm of gener-
alized hardware running 
specialized software was 
the first step in moving 
Ixia from its hardware 
centric origins to a soft-
ware centric future.
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In 2006, we continued developing our products to match our customers’ evolv-

ing needs and maintained our technology leadership through the introduction of 

a number of sophisticated testing applications.  These included the Aptixia Test 

Conductor, a comprehensive “command center” that centrally manages automation 

for multiple test applications using a single console.  This application unifies the 

management of Ixia’s automated test application products, IxLoad, IxNetwork, and 

IxChariot.  Together these applications simultaneously emulate Triple Play subscrib-

ers and the network infrastructure to test most elements of converged networks.  Test 

Conductor allows users to easily create and schedule regression tests, without the 

need to create test scripts, allowing for more efficient use of lab resources and 

helping to increase overall testing productivity.    

In terms of our hardware platform, we introduced the Optixia XM12 test system in 

2006, which can support up to 144 GE ports or 36 10GE ports per chassis, the 

highest 10GE port density in the industry, while maintaining backward compatibil-

ity with Ixia‘s existing platforms and applications, ensuring that we never leave our 

customers stranded or requiring a fork-lift upgrade.  The new platform addresses 

the growing needs of equipment manufacturers and service providers to execute 

high performance, high density testing of Ethernet-based networks.  In conjunction 

with the rollout of the XM12, we also introduced a 12 port GE card, as well as a 

3 port 10GE card, and will be rolling out additional high density interface cards 

later in 2007 and 2008 which will further enhance the new chassis’s performance 

and functionality.  The high port density of the XM12 benefits users by reducing lab 

space for equipment, lowering power requirements, and simplifying management 

of testing resources, which contributes to lowering overall testing costs.

The requirements placed on carrier and service provider networks to handle Triple 

Play traffic, which combines voice, video and data applications on a single con-

verged IP infrastructure, are increasing the importance of pre-deployment testing for 

validation of service delivery performance and the quality of these networks from 

a user’s perspective.  We believe our single platform solution is ideal for these test 

applications and during the past year we continued the development of a number 

of product suites targeted at this market.  These products, among others, included 

IxLoad and IxNetwork.  IxLoad is Ixia’s primary Layer 4 through 7 testing applica-

tion, capable of assessing most aspects of IPTV service infrastructure to ensure sub-

scribers’ Quality of Experience and can also test the performance of content-aware 

devices, including, load balancers, firewalls, Web servers, and mail servers, as 

The requirements placed 
on carrier and service 
provider networks to  
handle triple play traffic 
are increasing the impor-
tance of pre-deployment 
testing for validation of 
service delivery perfor-
mance and the quality 
of these networks from a 
user’s perspective.
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well as Triple Play networks and devices such as video servers, multicast routers 

and SIP devices.  IxNetwork allows users the flexibility to customize the applica-

tion to meet a wide range of requirements for testing complex network topologies 

consisting of thousands of routing or switching devices.  

Our latest IxNetwork release allows test engineers to run real-world video traffic 

and packet-based network traffic over emulated network routes, the so-called 

“Holy-Grail” of pre-deployment testing.  The end result is a test tool that can better 

characterize the performance of routers and switches that deliver IPTV services by 

emulating most critical network elements prior to deployment.  With our latest Ix-

Load release, Ixia has introduced the first test solution to support MPEG-4, H.264, 

and VC-1, the key codecs for High Definition video over IP.  The ability to test and 

offer high-definition content is crucial for service providers trying to compete with 

incumbent cable and satellite services.

Driven in part by the roll-out of Triple Play services, we believe carriers and service 

providers will increasingly be buyers of pre-deployment IP network testing equip-

ment.  This trend will result in continuing demand for products like IxLoad, and will 

also drive additional demand for 10 Gigabit Ethernet testing products, as carriers 

upgrade the core capacity of their networks.  Our work with the carriers also helps 

us to gain business with network equipment manufacturers, as carriers using our 

test platforms want to ensure that their equipment suppliers are using the same test 

systems, potentially helping to bring Ixia into new NEM accounts as well.  We 

believe that building mutually beneficial business relationships or “ecosystems” 

between large scale equipment makers and service providers is useful and helps 

speed up the testing process.  In these ecosystem models, the equipment maker is 

able to accelerate the acceptance testing phase the service provider requires prior 

to their placing firm orders.  As a result, the equipment maker is able to realize 

revenue sooner.  The service provider is able to build out its network and deploy 

revenue generating services in a faster time frame.  In these kinds of situations, Ixia 

acts as the conduit or framework for the transport of the test cases and network 

topology emulations, resulting in win-win-win scenarios for everyone involved.

Underscoring Ixia’s success in the carrier space, in 2006 we were selected as a 

key IP test system provider for British Telecom’s 21st Century Network project, one 

of the most ambitious next generation network transformations ever undertaken.  

Using IP, BT’s vision is to replace its existing networks and enable converged 

Underscoring Ixia’s  
success in the carrier 
space, in 2006 we were 
selected as a key IP test 
system provider for  
British Telecom’s 21st 
Century Network project, 
one of the most ambitious 
next generation network 
transformations ever  
undertaken.  
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multimedia communications from any device, such as mobile phones, PCs, PDAs or 

home phones, to any other device.  We believe our success at BT is important for 

a number of reasons.  First, it demonstrates that Ixia can compete and win in the 

most high profile of projects.  Second, our selection by British Telecom has resulted 

in additional “ecosystem” sales for Ixia into the equipment vendors that supply BT.   

Third, it furthers our goal of increasing our profile in the carrier space.  And finally, 

it positions Ixia as the test provider of choice as other carriers look to transform their 

networks to IP in the future.  

As we announced early in 2007, Ixia has now shipped our IPTV test system for 

assessing the performance of IP Video and Triple Play networks and infrastruc-

ture to more than 150 customers worldwide.  According to the Multimedia 

Research Group, the number of IPTV subscribers is projected to grow from 4.3 

million in 2005 to over 36.8 million in 2009, rapid growth which will place 

increasing strain on carrier networks and further heighten the need for sophis-

ticated pre-deployment testing applications.  In fact, carriers represented Ixia’s 

highest growth segment by bookings, in both percentage and dollar terms, dur-

ing 2006.  So while Ixia’s carrier business is relatively small compared to our 

equipment maker business, we are encouraged by the progress we are making 

in this important customer segment.

In another strategically important area, we finished 2006 with our best quarter 

ever for 10 Gigabit Ethernet, with shipments up almost 20 percent sequentially 

from the preceding quarter.  We made substantial shipments to customers like 

Cisco, AT&T, Juniper, Hewlett-Packard and NTT, as we are beginning to see broad 

adoption of this technology by our customers and in the marketplace in general.  

As a leader in 10 Gigabit Ethernet testing, the continued positive momentum of this 

technology bodes well for Ixia’s future.

The growth and breadth of our product line has allowed us to expand our ad-

dressable market with our existing customer base and add new customers in 

significant numbers.  Cisco remains our largest customer, driving $46.3 million 

in revenues, but sales to customers outside of Cisco increased 37% in 2006.  

For the year, we shipped products to approximately 725 existing and new 

customers, with 25 customers ordering a million dollars or more of Ixia products.  

These customers ranged from the leading network equipment manufacturers to 

some of the largest government agencies and Fortune 500 companies.  Our top 

Carriers represented 
Ixia’s highest growth seg-
ment by bookings, in both 
percentage and dollar 
terms, during 2006.
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customers in 2006 included leading network equipment manufacturers such as 

Alcatel-Lucent, Juniper Networks, Nortel Networks, Hewlett-Packard, and Foundry 

Networks; semiconductor manufacturers such as Intel, Broadcom, Agere Systems, 

and Texas Instruments; telephony equipment manufacturers such as Motorola, 

Ericsson, and Samsung; voice and broadband service providers such as AT&T, 

NTT, Bell Canada, Verizon, Telus Communications, and Qwest; cable opera-

tors such as Comcast Cable, Time Warner, and Cox Communications, and; 

enterprises such as Fannie Mae, Wachovia, British Broadcasting Corporation, 

and Lehman Brothers.

While Ixia’s operating results may fluctuate quarter to quarter, over the longer term 

we are optimistic about Ixia’s growth prospects.  The Company is in excellent 

financial condition and we will continue to make targeted investments in our prod-

uct development capabilities.  We believe that the overall spending environment 

among our customers and potential customers looks favorable. Carriers are making 

significant investments in their networks to provide advanced services, such as IPTV, 

and bandwidth intensive applications, like uploading and downloading video 

clips, are proliferating, putting increased stress on networks and resulting in greater 

demand for sophisticated testing applications.  We believe all these are important 

trends that should benefit Ixia going forward.

I’d like to offer my sincere thanks to our employees, directors, advisors, partners, 

customers, and shareholders for their tremendous ongoing support during the past 

year.  We look forward to updating you on our progress in the coming year.

Sincerely,

Errol Ginsberg

President and Chief Executive Officer 

Carriers are making  
significant investments 
in their networks to pro-
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like IPTV, and band-
width intensive applica-
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putting increased stress 
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all these are important 
trends that should benefit 
Ixia going forward.
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